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KEY ECONOMIC INDICATORS: FIJI 


All values in million U.S.$ Exchange rate as of 5/11/72 
unless otherwise stated. U.S.$1.00 = F.$0.79 
ITEM 


A B C D 

1969 1970 1971 Change % 
(is70-71) 

INCOME, PRODUCTION, EMPLOYVENT 


ee 


GDP at Current Prices 216.9 240.0 269.1 12% 
Per Capita GDP (U.S.$) 429 1,62 507 10% 
Plant and Equipment Investment 11.5 9 N.A. - 
Indices: (1965=100) 

Wage Index 127 135 14,9 + 10.37% 

Avg. Industrial Wage 

U.S. per day) 3e78 509 el + 50H 

Tourism, receipts and 

expenditures 26.2 309 41.9 + 35.7% 
Production, Major Items 

Sugar, long tons 299.0 355.0 34.6.0 - 2.5% 

Gold, fine oz, 92.0 104.0 88.0 = 15.4% 

Copra, long tons 3320 28.0 28.0 - 
MONEY AND PRICES 
foney Supply 36.2 42.5 492 + 15.60% 
Public Debt Outstanding 4525 51.0 Lle7 - 12.3% 
Interest Rates (Banks) There is a general agreement amongst 


the Trading Banks to allow for 
lending rates varying from 54% to a 
maximum penal rate of 8%, depending 
on the quality of credit involved 
and the security and collateral 


arranged. 

Indices: (July 1968 = 100) 

Consumer Price 103.9 108.2 =: 115.2 6.47% 
BALANCE OF PAYNTNTS AND TRADE 
Balance of Payments NA. N.A. NA. NA. 
Deficit on Current Account - 13.6 - 16.8 NA. - 
Balance of Trade - 31.2 - 35.7 - 51-1 43.1% 
Exports FOB 67 4 78.9 Ted - 2.1% 
U.S. Share 15.7% 15.7% 17.8% + - 
Imports CIF 98. 11,.6 128.4 +18.2% 

U.S. Share 4.7% 1, li eG = Oth 


‘ain Imports from U.S. (1972): Rice (US$1,539) ; Unmanufactured 
Tobacco (US#248) ; Timber (US$31); Machinery (US$1,682); Scientific 
Instruments (US$207). 


Source: Government of Fiji Bureau of Statistics, Suva, Fiji. 





ITEM A B Cc D 
1969 1970 1971 Change % 
197071) 
ADDITIONAL INFORMATION 
Urban Unemployment Rate N.A. N.Ae 7 lh - 
Industrial Production 101.6 NA NA. - 
Retail Sales Index NA. NA. NA. - 
Wholesale Price Index NA. N.Ae NA. - 
External Debt (Outstanding 
at end of year) 9.2 11.0 12.7 + 1.1% 
Interest on External Debt 0.53 0.76 0.89 + 1.5% 
Repayment of Principal 
on External Debt 0.13 1.0 0.1, +30 4% 


Foreign Exchange Reserves 10.6 V4 NA. 








SUMMARY 


Five major factors have affected Fiji's economy during its 
first full year of independence: a continuing boom in 
tourism, the steady growth of the economy, a severe setback 
in the copra industry, an ever widening trade deficit, and 
persistent inflation, 


Tourism has pulled even with or even slightly ahead of 
sugar exports as Fiji's largest foreign exchange earner, 
As in past years the foreign exchange brought in by 
tourists has contributed greatly towards covering the 
country's large balance of trade deficit. 


Generally the economy continued to grow (National Gross 
Domestic Product increased 12% and per capita GDP 10%). 
However, the copra industry, an important income earner 
for rural ethnic Fijians and the country's second largest 
export commodity, was plunged into a serious depression 
when the London buying price fell drastically and conti- 
nuously for fourteen months. 


Inflation continues to haunt the economy. While some 
indicators suggest it may be slowing (the consumer price 
index remained steady in March, 1972 for the first time 
in a year) the heavy demand for imported consumer goods, 
sub ject to inflationary pressures in their respective 
countries of origin, rising wages and production costs, 
and an overburdened construction industry have continued 
to force living costs upward, 


The United States' share of the Fiji market remains small 
primarily because established trade patterns and preferen- 
tial tariff arrangements within the Commonwealth have 
directed most trade towards Australia, the United Kingdom 
and New Zealand. There have been some recent indications 





that the devaluation of the U.S. dollar may now make a 
number of U.S, products competitive despite the higher 
shipping costs and duties, Small or medium sized 
exporters might be able to establish outlets for their 
goods as a result, 








THE CURRENT SITUATION AND ECONOMIC TRENDS 


While 1971 saw a few rough spots and relatively insigni- 
ficant setbacks — minor aftershocks of the transition 
from colonial to independent status — the country 
continues to be administered smoothly and its economy 
reflects this fact. 


In April, 1972 the governing Alliance Party won re- 
election for five years with a comfortable majority in 
the House of Representatives. The Alliance has indicated 
it plans to continue the economic policies it had 
developed during its last five years in office, 


In April, 1971 the country was severely affected by a 
month long dock strike, Because Fiji depends heavily 

on shipping for the movement of virtually a1] of its 
import and export commodities the strike represented a 
serious economic threat which might have reached crisis 
proportions, An amicable settlement was reached, how- 
ever, due largely to the efforts of the Prime Minister, 
The large (332) wage and fringe benefit increases won by 
the dock workers set a precedent which other trade unions 
sought to follow as their contracts came up for renewal. 
The dock workers' settlement is due to expire shortly and 
union leaders are already beginning to Jay the groundwork 
for substantial pay increase demands. 


In seeking to establish arbitration guidelines during 1971 
the government consistently referred to the need to keep 
the country's economic growth rate within the guidelines 
provided by Development Plan VI instituted for the five 
year period beginning in 1970. At the same time the 
government took cognizance of the fact that past inflation 
had cut deeply into the workers' earning capacity, and 
permitted significant wage increases to go through. While 
the government on at least one occasion conceded more to 
labor's demands than it would have preferred, it held the 
increases to within acceptable levels in terms of the 
Development Plan, Consequently, while wages increased in 
several areas of the economy, including government itself, 
these increases did not in themselves cause the inflationary 
wage=-price spiral to overheat. 





At the time of the dockstrike the government instituted 
selective price controls on basic food items, These 
controls remain in effect and have been moderately 
effective. In Narch, 1972 further price controls were 
instituted on building materials. Construction demands, 
particularly for private homes, had run far in excess of 
the capabilities of Fiji's numerous small building 
companies, As a result the companies were in a position 
to take full advantage of the sellers' market in setting 
prices, The new price controls, a gradual reduction in 
the housing backlog, and a proposed licensing procedure 
to allocate building priorities should tend to reduce the 
inflationary pressure emanating from this segment of the 
economy. 


A government commissioned committee established in mid- 
1971 to study the problems of inflation published a 
report in December which made thirty recommendations 
designed to curb inflation. Many of the recommendations 
have been put into effect or are in the process of being 
implemented, Generally they are aimed at regulating 

land deals, restraining credit, increasing taxes on a 
selective basis, and encouraging local production, parti- 
cularly food stuffs, in order to cut down imports, 


TOURISM 


The past year saw a continued rapid growth of tourism 
(up 40%). As a result tourism has become Fiji's most 
important foreign exchange earner bringing in over 
US341.9 million (an increase of 35.4% over 1970). Its 
growth rate (compared with the relatively static 

earning power of sugar) insures that it will be Fiji's 
major industry for years to come, Realizing this the 
government has turned to the U.N. to prepare for it a 
master plan to guide tourism development. Hotel comple- 
tions due this year should supply adequate rooms for the 
increasing number of tourists but there is a constant 
pressure for more accommodations, 


The government continues to count on the expansion of 
tourism to provide foreign exchange earnings necessary 
to cover the country's ever widening trade deficit, 
(US$52,1 million in 1971). 








Iand speculators who accompanied the tourist boom to Fiji 
were less visably active in 1971 than in previous years. 
Land prices remain high as a result of their earlier 
activities, however, The high price tag assigned to the 


limited amount of freehold land available continues to f 
keep overall construction costs for private home builders J 
and investors high. (Only about 11 percent or 450,000 | 


acres of Fiji is classified ss "freehold land" which can 
be bought and sold. Slightly less than 83 percent is 
held inalienably by ethnic Fijians as "matagali" land, 
and 7 percent is government owned.) 


COPRA 


Although small in comparison to sugar and tourism, copra 
is a vital, and in many cases the only source of cash 
income for a large number of ethnic Fijians who produce 
50% of the country's coconut crop. In 1971 the copra 
industry, which in 1970 exported US$.1 million of 
coconut oil and unprocessed copre, went into a sharp 
decline, The contention among local growers originally 
was that the U.S. dock strixe caused Philippine producers 
to divert their copra exports to Furope, glutting that 
market and causing the London buying price to plunge from 
a high of approximately US{}300 a ton in 1970 to approxi- 
mately USS131 a ton in February, 1972. Between January 
1971 and February, 1972 the local Suva buying price for 
copra fell proportionately from US}154 a ton to US$55.50 
a ton, a price which was dangerously close to, if not 
actually below, plantation production costs, Despite the 
end of the U.S. dock strike copra has rallied only 


Slightly on the Lordon market and those close to the / 
copra scene now realize that the fall in prices cannot be | 
blamed entirely on the shut dowm of U.S. ports. It is 


now felt that the large sales of Filipino copra in Europe 
were in part a result of record production in that 
country in 1970-71. At the same time it has become 
evident that coconut oil is not currently competitive 
with "soft oils" such as derived from soybeans, rapeseed 
and sunflower seeds, While there are clear indications 
that the world market for copra is beginning to rise, 
albeit slowly, many large scale producers in Fiji 
believe that the long term decline of copra world wide 
coupled with rising local production costs spells the 
beginning of the end for their operations, 





Government programs aimed at stimulating the industry 
through replanting schemes and agricultural extension 
work have at best met with only mixed success, 
Recognizing that the copra industry is sub ject to 
conditions very mich out of the producers control the 
Fiji Coconut Board and the government have encouraged 
producers to diversify their agricultural production 
primarily by turning to cattle raising and market 
gardening, both of which are compatible with plantation 
coconut production. The government is also actively 
seeking investors interested in establishing industry 
in Fiji to produce coconut flour, carbonated charcoal 
and building board from waste coconut husks and trees, 


GENERAL AGRICULTURE AND FISHING 


Fiji remains a predominantly acricultural nation, Over 
two-thirds of the population is engaged in sugar cane 
growing and market gardening. A large proportion of the 
latter group are subsistence farmers, 


Development Plan VI places great emphasis on improving 
and diversifying agricultural production, principally 
through extension field services and specific research 
projects using U.N. and other outside assistance, 


The U.N. sponsored rice growing project was concluded 
successfully in 1971 and production techniques developed 
in the Rewa River Valley are also now being introduced 
on Fiji's second island, Vanua Levu. If current produc- 
tion growth rates are maintained Fiji should be self- 
sufficient in rice by 1975. 


An F.A.0. forestry study was also concluded in 1971 and 
the government has announced plans to greatly speed up 
its current planting program with an eye towards supplying 
the Japanese market in the 1980's, At least 78 square 
miles of Caribbean Pine are to be planted by 1978. 
Ultimately up to 210 square miles of pine forests are 
planned. Land to be turned over to pine growing is 
basically non=productive Fijian "mataqali" land. The 
F.A.O. study indicates that the forestry industry could 
become as important to Fiji as its sugar cane when all 
210 square miles are in production. Earnings from pulp 
and timber sales could reach US$12,.5 million annually by 
as early as 1983. 








While fish and shell fish supply local residents with a 
valuable source of food commercial fishing for export 
has been carried out until now only by one Japanese 
company using long line methods, It is now believed 
that yellow-fin tuna exists in sufficient quantity to 
warrant commercial fishing with bait, and studies are 
being conducted to establish the best method of develop- 
ing this industry. 


Sugar production continues to be Fiji's most important 
agricultural industry producing in the neighborhood of 
329,500 tons in 1971 worth approximately US$40 million, 
The slight drop in production in 1971 is seen only as a 
normal fluctuation experienced in all agricultural 
industries, The government, which takes over the owner= 
ship of the Colonial Sugar Refining Company (Australia) 
holdings in 1973 is confident that Fiji can find continued 
markets for the crop. Fiji has been given assurances that 
it will be able to continue to supply 0,000 tons of 
sugar annually to the United Kingdom after Britain joins 
the E.E.C.; the final terms of this agreement have not 
been finalized, however, 


MINERALS 


Mineral exploration continued throughout 1971 without any 
ma jor finds being announced, Fiji's principal mineral 
resource, gold, was not produced in the same quantities 

as in previous years. Only 88,000 fine ounces were 
produced, a decline of 15.1j%. "Nonetheless, sold on the 
commercial market gold brought in more than US$3.5 million 
in foreign exchange, sufficient to warrant the government's 
decision to provide ’ approximately US$750,000 in subsidies 
to the Emperor Gold Mine to keep it in operation, These 
subsidies were in part provided to underwrite industrial 
diversification should further test mining prove fruitless. 


INDUSTRIAL AND INTERNAL DEVELOPMENT 


Fiji continues to look to overseas investors to assist in 
developing its light industry potential. Primary emphasis 
is being placed on those industries which can provide 
import surplantation on a cost competitive basis and/or 
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establish an export potential. Tariff concessions and 
tax holidays are being offered companies willing to 
develop industries of these types. One major project, 
the construction of a flour mill, financed with Indian 
capital, has begun, Hopes that a U.S. firm would 
establish an oil refining complex on the western side 
of Fiji's main island of Viti Levu have dimmed owing 
to difficulties encountered by the company in putting 
together financing. 


Plans to establish a tannery and related leather goods 
industries have been delayed primarily for technical 
reasons. 


Work on the large Suva-Nadi road, originally scheduled 

to begin in March, 1972 has been delayed because tenders 
submitted by overseas contractors ran almost 100% above 
the US$13,000,000 loaned to Fiji by the World Bank for 

the project. The government has gone back to the con- 
tractors for new bids and has also given serious thought 
to building the road using its own Public Works Department 
personnel and equipment, If Fiji carries out the road 
construction on its own it will take more time and 
require the acquisition of considerable equipment. 


REGICNAL TRADE 


Fiji does a modest export business to other Pacific 
islands, primarily in cement and biscuits. Total 
exports to these markets in 1970 were US$6.7 million. 
The nations and territories of the South Pacific 
agreed in March, 1972 to establish a Regional Trade 
Secretariat in Suva to stimulate and develop an island 
market trading community. Initial planning for the 
Secretariat has been completed but it will be several 
months at least before it begins operations, 


IMPLICATIONS FOR THE UNITED STATES 


The United States market share in Fiji is small, running 
to just about 4.4% or US$5.0) million. This is due in 

part to the two colum tariff system which gives common- 
wealth countries concessions ranging from 50% upwards on 








their goods. In addition Fiji's major trading firms are 
Australian owmed and naturally look to that country or 
New Zealand and the United Kingdom for most of their 
products, (Australia, the United Kingdom and New 
Zealand supply over 50% of Fiji's imports.) Finally the 
relative lack of regular shipping from the West Coast and 
the much shorter shipping distances from Australia have 
also worked against U.S. suppliers. Due in large part to 
these inhibiting factors U.S. exports to Fiji have 
increased only slightly in terms of dollar sales from 
US$4.02 million in 1968 to US$5.04 million in 1970. 


On the other hand the devaluation of the dollar has made 
a greater number of U.S. products potentially competitive 
on the Fiji market. In at least one recent case a U.S. 
manufacturers' representative who handles a broad line 

of consumer articles stated he could beat Australian 
prices despite the greater shipping and tariff costs, 

The government of Fiji has also indicated a willingness 
to reduce or totally eliminate tariffs on machinery and 
equipment imported to establish local industries. 


With a large percentage of its population engaged in 
agricultural production at subsistence or low wage levels 
Fiji's potential for sophisticated consumer items is 
limited to approximately 150,000 urban dwellers tied to 

a cash economy. Processed foods are in demand by a much 
greater percentage of the population on a year round basis 
while temperate climate fruits and vegetables (particularly 
low perishable items such as onions, garlic and potatoes) 
have a large potential market, particularly during the 
Southern Winter (April-October). Considering Fiji's 
potential market it would be the small and medium sized 
U.S. exporters who would probably find Fiji's market most 
attractive. 


One of the largest U.S. exports, rice, will face increasing 
competition from local producers, and the United States can 
expect to lose a substantial share of this market 

(US$1, 329,000 or 24% of U.S, exports to Fiji in 1970) by 
the middle of the decade, 


The major U.S, export to Fiji continues to be machinery. 
The latest statistics available (for 1970) indicate that 
over one third of U.S, exports fall into this general 
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classification with internal combustion engines, parts 
and refrigeration components accounting for the largest 
part of that total. 


Yinety-nine percent of Fiji's retail outlets are small 
family owned shops supplied by a handful of distributors, 
usually one of the large Australian trading firms or 

small manufacturers' representatives and agents. Marketing 
as a concept is little known in Fiji and even less fre- 
quently practiced. A clear reading of market demands, 
needs and potential, particularly for consumer goods, is 
therefore difficult to obtain or appreciate except through 
first hand observations, 








Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it’s possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it's 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 

Take advantage of all the services available to you 

from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 
Consulates. 

Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it's time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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